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INDEPENDENT AUDITORS' REPORT

To the members of Sherman Securities (Private) Limited

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Opinion

We have audited the annexed financial statements of M/s. Sherman Securities (Private) Limited
(the Company), which comprise the statement of financial position as at June 30, 2020, and the
statement of profit or loss, the statement of comprehensive income, the statement of changes in equity,
the statement of cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies and other explanatory information (“the financial
statements’), and we state that we have obtained all the information and explanations which, to the best
of our knowledge and belief, were necessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position, statement of profit or loss, the statement of comprehensive income, the
statement of changes in equity and the statement of cash flows together with the notes forming pant
thereofl conform with the accounting and reporting standards as applicable in Pakistan and give the
information required by the Companies Act, 2017 (XIX of 2017), in the manner so required and,
respectively, give a true and fair view of the state of the Company’s affairs as at June 30, 2020 and of the
profit, total comprehensive income, the changes in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with the International Standards on Auditing (1SAs) as applicable
in Pakistan. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of
the Company in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants as adopted by the Institute of Chartered Accountants of Pakistan (the
Code) and we have fulfilled our other ethical responsibilities in accordance with the Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the requirements of
Companies Act, 2017 (XIX of 2017) and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Board of directors are responsible for oversecing the Company's financial reporting process.
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Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs as applicable in Pakistan will always detect a material
misstaternent when it exists, Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these financial statements.

As part of an audit in accordance with 1SAs as applicable in Pakistan, we exercise professional judgment
and maintain professional scepticism throughout the audit. We also:

*  [dentify and assess the risks of material misstatement of the financial statements, whether due 10
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
coatrol;

» Obtain an understanding of internal control relevant to the awdit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
cffectiveness of the Company's internal control;

* Evaluate the appropriateness of accounting policies used and the rcasonableness of accounting
estimates and related disclosures made by management;

* Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company to cease to continue
as a going concern; and

* Evaluate the ovenall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

We communicate with the Board of Directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Company as required by the Companies Act,
2017 (XIX of 2017);

b) the statement of financial position, the statement of profit or loss, the statement of comprehensive
income, the statement of changes in equity and the statement of cash flows together with the
notes thereon have been drawn up in conformity with the Companies Act, 2017 (XIX of 2017)
and are in agreement with the books of account and returns;

c) investments made, expenditure incurred and guarantees extended during the year were for the
purpose of the Company’s business;

d) no zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980);
and

€) the Company was in compliance with the requirement of section 78 of the Securities Act 2015,
and the relevant requirements of Securities Brokers (Licencing and Operations) Regulations,
2016 as a1 the date on which the statement of financial position was prepared.

The engagement partner on the audit resulting in this independent auditor’s report is Mr. Muhammad
Rafiq Dosani.
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V" RAHMAN SARFARAZ RAHIM IQBAL H‘AF‘IQ

Chartered Accountants
Karachi i
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SHERMAN SECURITIES (PRIVATE) LIMITED
STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2020

ASSETS

Non-current assels
Property and equipment
Intangible asscts

Long term deposits

Currenf assefs
Trade debts
Short term investments
Advances, prepayments and
other receivables
Tax refundable due from povernment
Derivative
Cash and bank balances

Total assets

EQUITY AND LIABILITIES
Share capital and reserves
Authorized capital

Issued, subscribed and paid up capital
Unappropriated profit

Current liabilitics

Short term borrowings - secured
Trade and other payables
Murabaha financing

Accrued markup

Contingencies and commitments
Total equity and liabilities
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The annexed notes from | to 31 form an integral part of these financial
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2020 2019
Hupees
17,799,661 21,403,493
4,042,094 4177618
4,204,000 4,200,000
26,041,755 29,781,111
6,315,055 12,601,560
1,099,497,941 1,213,462,555
8731211 T.980,132
79,838,056 T9.478,697
3242853 3,363,170
B3 331,841 44,269,849
1,280,956,967 1,361,155,963
IM‘HII 1,390.937.074
150,000,000 150,000,000
120,000,000 120,000,000
704, 159599 504,602 608
814,359,599 624 602,608
186,334,108 628,111,332
87,051,155 49,074,811
. 70,807,655
9,223,860 18,340,668
482,609,123 766,334 466
1306,998,721 1,390.937.074
2z




SHERMAN SECURITIES (PRIVATE) LIMITED
STATEMENT OF FROFIT OR LOSS
FOR THE YEAR ENDED JUNE 30, 2010

Nove

Operating revenue 20
{Loss) / gain on derivative 21
Capital loss on sale of investment
Gain / (loss) on re-measurement of investments
carried at fair value through profit or loss - net
Operating Expenses
Administrative expenses 2
Financial charges 23
Other income M
Profit / (loss) before taxation

Taxation 25

Profit / (loss) after taxation

20210 2019
Rupees

94,175,164 99,946,087
(120317) 3,363,170
(69,917,952) (200,660,880)
331,916,938 (142,724 289)
358,053,833 (240,075,912)
(64,004,300) (86,553,375)
(86,692,942) (73,777.363)
(150,697,242) (160,330,738)
790,563 2251613
208,147,153 (398,154,038)
(8,360,162) (11,583,723)
199,786,991 (409,737,761)

The annexed notes from 1 to 31 form an integral part of these financial statements.
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SHERMAN SECURITIES (PRIVATE) LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2020

2020 2019
—— Rupees

Profit / (loss) after taxation 199,786,991 (409,737,761)
Other comprehensive income - -
Total comprehensive loss for the year IH'I".I'&HI (409,737,761 )

The annexed notes from | to 31 form an integral part of these financial statements.
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SHERMAN SECURITIES (FRIVATE) LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 024

Balance py 8t June M, J018 (Restuied)

Effect of adoption of new sccounting
standards (Mote 4)

Loss for ihe year
Onher comprehensive ncoms

Esclassifieation of murplui on aveitment wpon
reclassification of long lerm nvestment o
shori ierm investmend

Balance as nt June 30, 2019

Profi for the year
Orher comprebensive mcome for the year

Balance o ai June M, 2020

Capital reserye Reveame reserve
lsawed, Surplus om re- "
sebascribed and  messerement of ' npprr:r.rhlrd
paid up capital  eguity securitbed P
Tetal
Rapees
1200, O, D) 17,054 644 PO0RI0.374 LOXT.RS521R
- (13014 845) O.814.849)
- - (409,737,781} (409,737, 761)
- - (409,737, Té1) (409,737, 761)
. (17,004 64 d) 17,034 624 =
120,000,000 - A0, 502 608 624,002 608
179,786,991 179,784,991
. - 199, TRE. 991 199,786,991
130,000,000 - 04,349,599 24,189,599

The arnexed notes from | e 31 form an feegral pan of these financial statement
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SHERMAN SECURITIES (PRIVATE) LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2020

CASH FLOWS FROM OPERATING ACTIVITIES Note

Profit / (loss) before taxation
Adjostment for;

Depreciation

Loss on sale of securitics

Gain on disposal of fixved asset

Interest income on cash margin placed with NCCPL

{Crain) / Loss on re-measurement of investments carmied ot foir value
through profit or loss

Financial charges

Amortiration

Provision for doubtfil debis

Reversal of impairment

Operating profit before working capital changes
Effect on cash Nows due to working capital changes

Decrease / (increase) in current asscts

Trade debts
Advance, prepayments & other receivables
Derivative

Decrease In current liabilities
Creditors, sccrued and other liabilities
Cash used in operations

Finance cost paid
Income tax paid
Met cash used In operating sctivities

CASH FLOWS FROM INVESTING ACTIVITIES

Sale and purchase of securities-net
Purchase of property and equipments
Interest income received on cash margin placed with NCCPL
Froceeds from sales of property and equipments
Net cash gencrated from / (used in) investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Murabaha finance cbtained
Murabaha finance repaid
et cash used in firancing sctivities

Met increase / (decrease) in cash and cash equivalent during the year
Cash and cash equivalent at the beginning of the year
Cash and cash equivalent at the end of the year 26

The annexed notes from | 1o 31 an integral part of these financial statements

-
'3

2020 2019
Hupees
108,147,153 (398,154,008)
3,603,832 5,088 058
69,917,952 200,660,880
. (B27.028)
(790,543) (1,330,935)
(331,916,938) 142,724 289
86,691,942 73,777,363
135,524 169 404
. 1,025,765
- (94,650)
{174357251) 423,193,156
23,789,903 25,039,118
6,286,505 4,574,085
(751,08%) 35, 2TRALG
128,317 1,861,115
£.655,713 41,713,637
37.976344 (67,834,559)
43,632,077 (26,120,922)
(94,809,750) (59,367,068)
{8.719,511) (20,528 557)
(17,107,292) (80,977,429)
ATT. 963,600 (133,899,922)
- (2216,237)
790,563 1,330,935
- 5,000,000
378,754,163 (149,785.224)
I T4TATE 165,256,138
(394,855,11)) {229,123,0%0)
{70,807 655) (63.B56,912)
280839216 (294,629,565)
(S83,841,483) (289.211,918)
(303,002,267) (583,841,453)

CHIEF EXECUTIVE



B G O B B G G B B G A B G B D B a0 =B B e -

SHERMAN SECURITIES (FRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

1

STATUS AND NATURE OF BUSINESS

Sherman Securities (Private) Limited (the Company’) is a private company incorporated in Pakistan on July 15,
2002 under the Companies Ordinance, 1984 (now replaced with the enactment of the Companies Act, 2017 on
May 30, 2017.

The Company is a bolder of Trading Right Entitlement Certificate (TREC) of Pakistan Stock Exchange Limited.
The principal activities of the Company are iovestrnents, share brokerage, laitial Public Offer (PO}
underwriting, investment and portfolio management. The Company's registered office is situated at Room No.
124, Pakistan Stock Exchange Building. Pakistan Stock Exchange Road, Karachi, Karachi

BASIS OF PREPARATION

Statement of compliance

These financial statemnents have been prepared in sccordance with the accounting and reporting standards a3
applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprise:

= International Financial Reporting Standards (IFRS) issued by the International Accounting Standards
Board (IASB) as notified under the Companies Act, 2017 (the Act); and

« Provision of, and directives issued, under the Compamies Act, 2017.

Where provisions of, and directives issued, under the Companies Act, 2017 difTer from the [FRS, the lanter have
been followed.

Accounting convention

These financial statements have been prepared under, the historical cost convention, except for investments
classified as ‘st fair value through profit or loss (FVTPL?) which are carried at fair value.

Functional and presentation currency

Items included in these financial statements are measured using the currency of the primary economic
environment in which the Company operates. These financial statements are presented in Pak Rupees which is
the Company’s functional and presentation cusrency.

Use of estimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires management
1o make judgements, estimates and assumptions that affect the application of accounting policies and reported
amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates,

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognired in the period in which the estimate is revised if the revision affects only that period, or in the period
of the revision and future periods if the revision affects both current and future periods. Areas where various
assumptions and estimates are significant to the Company's financial stastements or where judgments were
exercised in application of accounting policy are as follows:

Mote
= Useful lives, residual values and depreciation method of property and equipment 4.1
= Provision for taxation ! 4.6
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NEW ACCOUNTING PRONOUNCEMENTS

Amendments to gpproved accounting standards and interpretations which became cffective during the year
ended June 30, 2020

During the year, certain new accounting and reporting standards |/ amendments / interpretations became effective
and applicable to the Company. However, since such updates were npot considered 1o be relevant to the
Company's financial reporting, the same have not been disclosed here.

New / revised accounting standards, amendments to publithed accounting standards and interpretations that
are nol yel effective

The following International Financial Reporting Standards (IFRS Standards) as potified under the Companies
Act, 2017 and the snendments and interpretations thereto will be effective for accounting periods beginning on
or after the date specified below;

- Amendment to [FRS 3 Business Combinations' - Definition of & Business (cffective for business combinations
for which the acquisition date is on or after the beginning of annual period beginning on or after January 01,
2020). The IASH has issued amendments aiming 1o resolve the difficulties that arise when an entity determines
whether it has acquired a business or a group of assets. The amendments clarify that to be considered a business,
an acquired set of activities and assets must include, at a minimum, an input and a schstantive process that
together significantly contribute to the ability to create outputs. The amendments include an election to use a
concentration test. The application of the amendment is not likely affect the financial statements of the Company.

- Amendments to IAS | "Presentation of Financial Statements’ and IAS 8 ‘Accounting Policies, Changes in
Accounting Estimates and Errors' (effective for annual periods beginning on or after January 01, 2020). The
emendments are intended 10 make the definition of material in 1AS 1 easier to understand and are not intended to
alter the underlying concept of materiality in I[FRS Standards. In addition, the LASB has also issued guidance on
how to make materiality judgments when preparing their gencral purpose financial statements in accordance with
IFRS Standards. The amendments are not likely to affect the financial statements of the Company.

= On 29 March 2018, the International Accounting Standards Board (the IASH) has issued a revised Conceptual
Framework for Financial Reporting which is applicable immediately contains changes that will set a new
direction for [FRS in the future. The Conceptual Framework primarily serves as 2 tool for the LASE to develop
standards and to assist the IFRS Interpretations Commitice in interpreting them. It does pot override the
requirements of individual [FRSs and any inconsistencies with the revised Framework will be subject to the usual
due process - this means that the overall impact on standard setting may take some time to crystallise. The
mmhmmmrm“nﬂmﬂxuknhjmimnnﬁupn&iﬂhmlhunun:l"
specific IFRS requirements. In these cases, companies should review those policies and apply the new guidance
retrospectively as of 1 January 2020, unless the new guidance contains specific scope outs.

+[mﬂmmbm;hm.ntnfmuhkhlmmdtdlﬁ5iuﬁﬂmdﬂ&?hlppliﬂh}efunmmlﬁaﬂhl

pﬂiﬂd&h:i:ﬂh;mnlﬁ:rlmm.lﬂ!ﬂ-mﬂluﬂ:dﬂrfmmthilhjrﬂnuﬂ{FSB]mmdnﬂkr
» fundamental review of major interest rate benchmarks. Following the review, the F5B published a report setting
out its recommended reforms of some major interest rate benchmarks such as IBORs. Public authorities in many
pﬂmhu:mﬂm%hwmmnmmmmmmwmm
sbout the long-term viability of some interest rate benchmarks. In these amendments, the term ‘interest rate
hnuhnutuﬁrm’r:fmhﬂumutﬂ-uﬂ:nfmnfnmmnmbﬂ:hmﬁuhdm;mrrpium-ﬂ
an ahemative benchmark rate, such as that resulting from the FSB's recommendations set out in its July 2014
repnﬂ‘ﬂr.-l'mh:;hhjmlﬂﬂtﬂlﬂ:ﬂmhmh'{ﬂxnﬂmnimmmmﬁd:nmfﬁmtb:
potential effects of the uncertainty caused by the reform. An entity shall apply the exceptions to all hedging
relationships directly affected by interest rate benchmark reform. The amendments are not likely to affect the
financial statements of the Company.

= |




-

A

= Amendments to [FRS 16~ IASB has issued amendments to [FRS 16 (the amendments) to provide practical relief
for lessees in accounting for rent concessions. The amendments are effective for periods beginning on or after
June 01, 2020, with earlier application permited Under the standard’s previous requirements, lessees misess
whether rent concessions are lease modifications and, if so, apply the specific guidance on sccounting for lease
modifications. This generally involves remeasuring the lease liability using the revised lease payments and a
revised discount rate. In light of the effects of the COVID-19 pandemic, and the fact that manv lessees are
applying the standard for the first time in their financial statenents, the Board has provided an optional practical
expedient for lessees. Under the practical expedient, lessees are pol required o assess whether eligible rent
concessions are lease modifications, and instead are permitied 1o sccount for them as if they were nol lease
modifications. Rent conceisions are eligible for the practical expedient if they occur as a direct consequence of
the COVID-19 pandemic end if all the following criteria are met

i the change in lease poyvments results @ revised consideration for the lease that ts substantially the same as,
or Jess than, the consideration for the lease immediately preceding the change;

b any reduction in lease payvments affects only payments onginally due on or before June 30, 2021; and
€ there is no substantive change to the other terms and conditions of the lease.
The above amendments are not likely to affect the financial statements of the Company.

= Classification of liabilities a3 current or non-current (Amendments to IAS 1) effective for the anmual period
beginning on or afier January 01, 2022. These amendments in the standards have been added to further clarify
when a liability is classified as current. The standard also amends the aspect of classification of liability as non-
current by requiring the assessment of the entity’s right at the end of the reporting period to defer the settlement
of liability for at Jeast twelve months afier the reporting period. An entity shall spply those amendments
retrospectively in accordance with IAS 8. The amendments are not likely to affect the financial statements of the
Company.,

- Onerous Contracts — Cost of Fulfilling a Contract (Amendments to 1AS 37) effective for the annual period
beginning on or after January 01, 2022 amends IAS 1 by mainly adding paragraphs which clarifies what
comprise the cost of fulfilling a contract, Cost of fulfilling a contract is relevant when determining whether a
contract is onerous. An entity is required to apply the emendments to contracts for which it has not yet fulfilled
all its obligations at the beginning of the annual reporting period in which it first applies the amendments (the
date of initial application). Restatement of comparative information is not required, instead the amendments
require an entity to recognize the cumulative effect of initially applying the amendments as an adjustment to the
opening balance of retained camings or other component of equity, as appropriste, af the date of inftial
application. The amendments are not likely to affect the financial statements of the Company.

= Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16) effective for the annual
period beginning on or after January 01, 2022 clarifies that sales proceeds and cost of items produced while
bringing an item of property, plant and equipment 1o the location and condition necessary for it to be capable of
operating in the manner intended by management e.g. when testing etc., are recognized in profit or loss in
accordance with applicable Standards. The entity measures the cost of those items applying the measurement
requirements of LAS 2. The standard also removes the requirement of deducting the net sales proceeds from cost
of testing. An entity shall apply those amendments retrospectively, but only to items of property, plant and
equipment that are brought o the location and condition necessary for them 1o be capable of operating in the
manner intended by management on or after the beginning of the carliest period presented in the financial
statements in which the entity first applies the amendments. The entity shall recogaire the cumulative cffect of
initially applying the amendments = an adjustment to the opening balance of retained eamnings (or other
component of equity, as sppropriste) st the beginning of that earliest period presented. The amendments are not
likely to affect the financial statements of the Company.

o
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4.1

4.2

Annual Improvements 1o [FRS standards 2018-2020:

The following annual improvements to IFRS standards 2018-2020 are effective for annual reporting periods
beginning on or after January 01, 2022,

- IFRS 9 — The amendment clarifies that an entity includes enly fees paid or received between the entity (the
borrower) and the lender, including fees paid or received by cither the entity or the lender on the other's behalf,
when it applies the *10 per cent’ test in paragraph B3.3.6 of IFRS 9 in assessing whether to derecognize a
financial Liabiliry.

- IFRS 16 — The amendment partially amends [lhustrative Example 13 accompanying IFRS 16 by excluding the
illustration of reimbursement of leasehold improvements by the lessor. The objective of the amendment is 1o
resolve any potential confusion that might arise in lease incentives.

- IAS 41 = The amendment removes the requircment in paragraph 22 of LAS 4] for entities 10 exclude taxation
cash flows when measuring the fair value of a biological asset using a present value technique.

The above amendments are not likely to affect the financial statements of the Company.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of these financial statements are sct out below,
These policies have been consistently applied to all the years presented.

Property and equipment
Dmed

These are stated a2 cost Jess accumulated depreciation and impatrment losses, If any. Cost include expenditures
that are directly attributable to the acquisition of an asset.

Subsequent costs are included in the carrying amount as appropriate, only when it is probable that future
economic benefits associated with an em will flow to the Company and its cost can be measured reliably, The
carrying amount of the replaced part is derecognized. All other repairs and maintenance are charged 10 the
staternent of profit or loss account during the year in which they are incurred.

Depreciation is charged to the statement of profit or loss applying the reducing balance method at the rates
specified in note § 1o these financial statements. Depreciation is charged when an asset is available for use till the
date the asset is disposed ofL.

An ftem of property and equipment is derccognized upon disposal or when no future cconomic benefits are
expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) bs included in the statement of
profit or loss in the year in which the asset is derecognized.

The assets’ residual values, depreciation methods and useful lives are reviewed, and adjusted if appropriate, at
each financial year end. The Commpamy’s estimate of residual value of property and equipment as &t June 30, 2020
did not require any adjustment.

Intangible asscts
Computer iofheard
These are stated at cost bess accumulated amortization and impairment Josses, if any. Cost include expenditures

that are directly attributable to the acquisition of an asset.

p. ¥
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4.4

Amortization is charged to the statement of profit or loss applying the reducing balance method a1 the rates
specified in note 6 to these financial statements. Depreciation is charged when an asset is available for use till the
date the asset is disposed ofT,

The assets’ residual values, amortization method and useful lives are reviewed, and adjusted if appropriate, a1
each financial year end. The Company's estimate of residual value of property and equipment as af June 30, 20200
did mot require any adjustment.

Memberihip cards

These are stated at cost less impairment, if any, The carrying amount is reviewed st each reporting date 1o assess
whether it is in excess of its recoverable amount, and where the carrying value exceeds estimated recoverable
gmount, it is written down to its estimated recoverable amount.

Trade debis

These are carried at their transaction price less any allowance for lifetime expected credst losses. A receivable is
recognized when the services arc delivered 1o customers as this is the point in time that the consideration is
unconditional because only the passage of time is required before the payment is due.

Cash and cash equivalents

Cash and cash equivalents in the staternent of financial position comprise cash at banks aad on hand and short-
term highly liquid deposits with a maturity of three months or less, that are readily convertible to & known
amount of cash and subject to &n insignificant risk of changes m value.

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash and short-term bank
deposits, as defined above, net of outstanding bank borrowing as they are considered an integral pant of the
Company's cash management.

Financial assets
Initial recognition, classlfication and measurement

The Company recognizes a financial ssset when and only when it becomes a party to the contractual provisions
of the instrument evidencing investment. The Company classifics its financial assets into efther of following three
categories:

(a) Minancial assets measured af amortized costs:

(b) fair value through other comprebensive income (FVOCTjand

{(c) fair value through profit or loss (FVTPL)

fa) Financial axsets meanred of amortized cost

A financial asset is measured at amortized cost if it is held within business model whose objective is 1o
hold assets to collect contractual cash flows, and its contractual terms give rise on specified dates to cash
flows that are solely payvments of principal and interest on principal amount outstanding.

Such financial asscts are initially measured at fair value plus transaction costs that are directly asributable
to the acquisition or issue thereofl
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Financial azzety at FYOCT

A financial asset is classified as af fair value through other comprehensive income when either:

it is held within a business model whose objective b achieved by both collecting contractual cash fows
and selling financial assets and its contractual terms give rise on specified dates to cash Aows that are
solely payments of principal and interest on the principal emount outstanding; of

it is an investment in equity instrument which is designated a3 of fair value through other comprehensive
income In accordance with the irrevocable election available to the Company to at initial recognition.

Such financial assets are initially measured af fair value plus transaction costs that are directly aanbutable
o the acquisition or ssue thereof,

Financial avzets ot FYTPL

A financial asset shall be measured at fair value through profit or loss unless it is measured at amortised
cost or at fair value through other comprehensive income, as aforesaid.

Such financial assets are initially measured at fair value.

4.52 Subsequent measurement

E

fal

L]

fch

Financial gusets mearured at amorised cost

These assets are subsequently measured st amortized cost (determined using the effective interest method)
less accumulated impairment losses,

Interest / markup income, foreign exchange gains and losses and impairment losses arising from such
financial assets are recognized in the statement of profit or loss.

Financial arsety ar FVOC]
These ere subsequently measured af fair valoe less sccumulated impairment losses.

A pain or loss on a financial msset memsured af fair valoe through other comprehensive income in
accordance i3 recognised @ other comprebensive income, excepl for impairment gains or losses and
foreign exchange gains and losses, until the financial asset b derecognised or reclassified. When the
financial asset is derecognised the cumulative gain or loss previously recognised in other comprehensive
income is reclassified from equity to profit or loss as a reclassification adjustment (except for investments
in equity instruments which are designated as at fair value through other comprehensive income in whose
case the cumulative gain or loss previously recognired in other comprehensive income is not so
reclassified). Interest is calculated using the effective interest method and is recognised in profit or Joss.

Financial atsets ar FYTPL
These pssets are subsequently measured af fair value,

Net gains or losses arising from remeasurement of such financial assets as well as any interest income
accruing thereon are recognirzed in the statement of profit or loss.

Impairment

The Company recognises & loss allowance for expected credit losses in respect of financial assets measured ot
smortised cost

For trade receivables, the Company applies the IFRS 9 *Simplified Approach’ to measuring expected credit losses
which uses a lifetime expected loss allowance.

-
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For other financial assets, the Company spplies the IFRS 9 ‘General Approach’ to measuring expected credit
losses whereby the Company measures the loss allowance for a financial instrument ot an amount equal to the
lifetime expected credit losses if the credit risk on that financial instrument has increased significantly since
initial recognition. However, if, af the reporting date, the credit risk on a financial instrument has not increased
significantly since initial recognition, the Company measures the Joss allowance for that financial

instrument 81 &n amount equal 1o 12-month expected credit losses.

The Companmy measures expected credit losses on financial assets in a way that refllects an unbiased and
probability-weighted amount, time value of money and reasonable and supportable information at the reporting
date about the past events, current conditions and forecast of future economic conditions. The Compamy
recognises in profit or loss, as an impairment loss, the amount of expected credit losses (or reversal) that is
required to adjust the loss allowance at the reporting date.

Loss allowances for financial assets measured of amortised cost are deducted from the pross camying amount of
the assets,

De-recognition

Financial assets are derecognized when the rights 1o receive cash flows from the financial assets have expired or
bave been transferred and the Company has transferred substantially all risks and rewards of ownership.

The Company directly reduces the gross carrying amount of a financial asset when the Company has no
reasonable expectations of recovering the fimancial msset in its entirety or a portion thereof A write-off
constitutes & derecognition event.

Taxation

Income tax expense of credit for the period is the tax pavable on the current period’s taxable income based on the
spplicable income tax rate adjusted by changes in deferred tax assets and Habilitics astributable to temporary
differences and 1o unused tax losses.

Current and deferred tax is recognised in profit or loss, except 1o the extent that it relates to nems recognised in
other comprehensive income or directly in equity. In this case, the tax s also recognised in other comprehensive
income or directly in equity, respectively.

Current rax

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the
end of the reporting period. Management periodically evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject to interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the
tax bases of assets and liabilities and their carryving amounts in the financial statements. Deferred income tax is
not accounted for if it arises from initial recognition of an asset or liability in a trapsaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profit or loss. Deferred
income tax is determined using tax rates (and hm}ﬂmh:whmm:’gdwmbﬂmhﬂy enacted by the end of
the reparting period and are expected 1o apply when the related deferred income tax asset is realised or the
deferred income tax liability is settled.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses and credits only if
it is probable that future taxable amounts will be svailable 1o utilise those temporary differences and enused tax
losses and credits. i
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Judprment and estimates

Significant judgement is required in determining the income tax expenses and corresponding provision for tax.
The Company recognizes liabilities for anticipated tax issues based on estimates of whether additional taxes will
be due. Where the final tax outcome of these matters is different from the amounts that were initially recorded,
such differences will impact the current and deferred tax assets and labilities in the period in which such
determination is made.

Further, the carrying amount of deferred tax assets is reviewed at each reporting date and is adjusted to reflect the
current assessment of future taxable profits. If required, camrying amount of deferred tax asset i3 redoced fo the
extent that if 5 no looger probable that suflicient taxable profits 1o allow the benefit of part or all of that
recognised deferred tax asset to be utilised Any such reduction shall be revensed 1o the extent that it becomes
probable that sufficient toable profit will be availabie.

Cfsetting

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
and liabilities and when the deferred tax balances relate to the same taxation authority, Current tax assets and tax
liahilities are offsct where the entity has a Jegally enforceable right to offset and intends either to setle on a net
basis, or to realise the asset and settle the liability simultaneously,

Provisions and contingent liabilities

Provizions

A provision is recognised in the statement of financial position when the Company has a legal or constructive
obligation as a result of a past event and it is probable that an cutflow of resources embodying economic benefit
will be required to settle the obligation and a reliable estimate can be made of the amount of cbligation,
Provisions are not recognised for future operating losses.

Where there are & number of similar abligations, the likelihood that an outflow will be required in sentlement B8
determined by considering the class of obligations as a whole. A provision s recognised even if the likelihood of
an outflow with respect 1o any one item included in the same class of obligations may be small

Provisions are measured at the present value of management's best estimate of the expenditure required to settle
the present obligation at the end of the reporting period. The discount rate used to determine the present valoe is
a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the
liability. The increase in the provision due to the passage of time is recognised as interest expense.

As the actual outflows can differ from estimates made for provisions due 1o changes in laws, regulations, public
expectations, technology, prices and conditions, and can take place many years in the future, the camying
mmounts of provisions are reviewed 81 each reporting date and adjusted to take account of such changes. Any
adjustments 10 the amount of previowly recognised provision is recognised in the statement of profit or loss
unless the provision was originally recognised as part of cost of an asser

Corgingent liahilities

A contingent lability is disclosed when the Company has 2 possible obligation as a result of past events, whose
existence will be confirmed only by the occurrence or non-ocowrence of ooe or more uncertain future cvents not
wholly within the control of the Company; or the Company has a present legal or constructive obligation that
arises from past events, but i2 is not probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, or the amount of the obligation cannot be measured with sufficient reliabiliry,
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Financial liabilities

Financial liabilities are classified as measured at amortized cost or a2 fair value through profit or loas’ (FVTPL)
A financial liskility is classified as at FVTPL il it is classifed as beld for trading, it is a derivative or it is
designated as such on imitial recognition. Financial liabilities a1t FYTPL &re measured of falr value end pet gains
and losses, including any interest expense, are recognized in the statement of profit or loss.

Other financial liabilities are subsequently measured af amortized cost using the effective interest method
Interest expense and foreign exchange pains and losses are recognized in the statement of profit or loss. Any gain
or loss on de-recognition is also recognized in the statement of profit or loss.

Financial liabilities are derecognized when the contractual obligations are discharged or cancelled or have
expired or when the financial lability's cash flows have been substantially modified.

Offsetting of Minancial assets and Mnancial liabilities

Financial ssscts and labilities are off-sct and the net amount is reporied in the statement of financial position if
the Company has a legal right to set off the transaction and also intends either 1o scttle on & pet basis or to realise
the asset and sentle the Habiliny simultaneously.

Revenoe recogniiion
Revenue from trading octivities - brokerage

Commission revenue from trading of secunities i recegnized when the performance obligation bs satisfied, being
when transaction is settled by the clearing bouse and there B po wnfulfilled obligation that could affect the
customer's acceptance of the goods. Broker's bills are also generated af that point i tme.

A receivable is recognired when the transaction is settled by the clearing house as this is the point in time that the
consideration is unconditional because only the passage of time is required before the pryment is due

The Company does not expect 1o have contracts where the period between the services o the customer and
payvment by the customer exceeds one year. As a consequence, the Company does not adjust any of the
transaction prices for the time value of money.

Dividend Income

Dividends received from investments measured at fair value through profit or loss and at fair value through other
comprehensive income. Dividends are recognired in the statement of profit or loss when the right 10 receive
payment is established, it is probable that the economic benefits associated with the dividend will flow to the
Company and the amount of the dividend can be measured reliably. This applies even if they are paid out of pre-
acquisition profits, unless the dividend clearly represents a recovery of a part of the cost of an investment. In this
case, dividend is recognired in other comprehensive income if it relates to mn investment measured at fair value
through other comprehensive Income.

Impairment of non-Nnancial sssets

At each reporting date, the Company reviews the carrying amounts of its non-financial assets (other than deferred
tax assets) to determine whether there is any indication of impairment. If any such indication exists, then the
asset’s recoverable amount is estimated. -

For impairment testing, assets are grouped together into the smallest group of assets that generates cash inflows
from continuing use that are largely independent of the cash inflows of other assets or Cash Generating Units
{CGUs).

The recoverable amount of an asset or CGU is the greater of its value i ose and its fair value Jess costs to sell
Valoe in use is based on the estimated future cash flows, discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset of CGUL
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An impairment loss is recognised if the carrying amount of an asset or CGU exceeds its recoverable amount.

Imparrment losses are recognised in profit or loss. They are allocated to reduce the carrying amounts of the assets
in the CGU on a pro rata basis.

An impairment loss is reversed only to the extent that the asset’s camying amount does not exceed the carrying
amount that would have been determined, net of deprecistion or amortisation, if no impairment Joss had been
recognised. A reversal of impairment loss for a cash penerating unit is allocated 1o the assets of the unit pro rata
with the carrying amounts of those assets. The increase in the carying amounts shall be treated as reversals of
impairment losses for individual assets and recognized in profit or Joss.

Borrowing costs
Borrowing costs are recognized as an expense in the period in which they are incurred except where such costs

are directly attributable to the acquisition, construction or production of a qualifying asset in which such costs are
capitalized as part of the cost of that asset.

Dividends

Drvidend distribution is recognised as a liability in the period in which the dividends are approved by the
Company*s sharcholders.

FROFERTY AND EQUIPMENT

Furmitmre & (iTice
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INTANGIBLE ASSETS
Trading Right Entitlement Certificate - PSX &l
Membership Card - PMEX
= boftware license a7

2020 2019
Rupees
2,500,000 2,500,000
1,000,000 1,000,000
542,094 677,618
4,042,094 4177618

Pursuant to the promulgation of the Siock Exchanges (Corporatization, Demutualization and Integration) Act,
2012, the Company had received a Trading Right Entitlement Certificate (TREC) in lieu of its membership card

of PSX. The right has been carried at cost less impairment.

Software license

MNel carrying amounit
Opening net book value
Amortization charge
Closing net book value

Annual amordzatlon rate

LONG TERM DEPOSITS

Depanir placed with:
Pakistan Mercantile Exchange Limited

~Basic deposit

Central Depasitory Comparny of Pakistan Limited
~Basic deposit

National Clearing Compary of Pakistan Limited
-Basic deposit
-Ready market
«Future market

TRADE DEBT

Considered good and secured
Considersd doubtful- unsecured

Less: Provision for expected credit losses

Movement in provision for doubtful debis

Balance at the beginning of the year
Add: Effect of application of [FRS 9
Balance st the beginning of the year

Add: Charge for the year
Balance at ihe end of the year

™

2020 2019
Rupees
6TT.61E B4T.022
(135.524) {165 404}
G618
0% 204%
AR A e am e mw o mm
2.200,000 2,500,000
11040, Dy 100, 000
0, DR 200,000
10, e 100,000
1, 0l (el 1,000, 000
1 00, D) 1600, 00
42040, D00y 4 200,000
—

6,315,055 12,600,560
6,540,614 6540614
12,555 665 19,142,174
(6,540,614 (6.540,614)
6315048 12,601,560

6,540,614 .
- 1,514 K49
6,540,614 31,514,849
- 3,025,763
B540,614 6540614
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SHORT TERM INVESTMENTS

Chwoted equity securities carried af fair value
through profir or loss

Fair value of listed securities at June 30
Lesy: provision for impatrment

Noter

¥

1,099,497 ,541
e meas

2020 2019
Rupees
1.099.497.941 1.213,462.333
110,673,846 1,216,618.460
{3.175,905) (3,175.905)
1.213,462.553

This represents impairment loss on listed sccurities with prolonged decline and absence of active market
resulting from classification in defaulter sepment. Impairment loss is the difference between cost and estimated

future cashflows expected to be generated from these financial asset.

Movement in provision for impairment

Balance at the beginning of the year
Add: Charge for the year

Balance af ihe end of ihe year
Details of securities pledged

Pledged with banks
Brokerage House
Clicnts

Pledged with PSX/ NCCPL
Brokerage House

Clients

ADVANCES, FREPAYMENT AND OTHER
RECEIVABLES

Advances

«Seaff loan

Prepayment

-Frepaid insurance

Other receivables

INCOME TAX REFUNDABLE
Opening balance

Advance tax paid during the vear

Provision for taxathon - current
Provision for taxation - prior
Closing balance
DERIVATIVE

Denivative-designated at fair value through
profit and lois

MNates

xe

2020 2019
Rupees
1175908 3,270,455
= (94,650)
2175508 3,173,903

e e m——— o

609,775,273 1,058, 285.810
168,539,524 233,791,835
TII14,797 __1.292.080.748
158,947,220 $4,359,020
3.212.500 13,604,030
162,160,020 97,963,050
705,450 6,732,450
117,453 117,453
1308318 1,130.22
8,731.221 7,980,132
79,478,697 70,333,862
8,719,521 20.528.558
55,198,218 91,062,420
(8,573, 345) (11,113.215})
213183 (470.508)
(8360.162) (11.583.723)
79,534,056 T9ATRE9T
3,242,853 3.363.170

This represents receivable on sccount of rading in stand alone derivative in delivery future contract,

p._.
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2020 2019
CASH AND BANK BALANCES Notes — Rujees
Cash in hand 276356 13,050
Cash at bank:
= current account IEN BN 055 485 44 213,899
B3I 3AN].841 44 265 E49

This includes cash at bank pertaining to client accounts amounting to Rs. 82645 million (2019: £4.035 million)

AUTHORIZED, ISSUED, SUBSCRIBED AND FAID UP CAPITAL

2oz 2019 laio 2019
——Number of shares—— Rupees
Anthorized Capltal:
1.500.004 1500000 Ordinary shares of Rs. 100~ each  __150.000.000 1 50,000,000
Isswed, subscribed and paid-up :

Ordinary shares of Bs. 100~ each

ot 1.200,000 1,200,000 basued as fully paid in cash 120, feiel, Deiel 120,000, D00

There are no agreements with shareholders with respect 1o voting rights, board selection, nights of first refusal
and block voling.

Sharcholders holding more than 5% of the shares are as follows:

020 2019

Categories of shareholders Wb of = al St ol s af

shisres beld.  Tonne shares hald  Tares
Individualy hald beld
Mubsmmad Teulig 450,000  3T.A0% 450,000 317.50%
Farzana Tmafig 149, 76D 11.48% 149, T6&0 12.48%
Yaseen 240 0.02% 240 0.03%
Abdul GhafTar 240 003 % 240 0.03%:
Mubammad Sumair IR080 134% 28, 0ED = 3%
Mubhammad Sadig 18,080 MY 28,080 = 34%
MMubammad Sasd 18080 T3 =i.0%0 2 34%
Abdullak 1K.080 2 34% 28 DD =2 Jd%y

R 12T DO V00
2020 2019

SHORT TERM BORROWINGS - SECURED Notes — Rlipees
15 Bank | imieed 151 275, 7R0, 266 235984 426
Habib Metropolitan Bank Limited 152 To626,162 244,685 467
Sindh Bank Limited 131 G917 R0 147 441 439

JR6.334,108 628111332

This represents the amount availed against a running finance facility obtained by the Company from M's. JS
Bank Limited in order 1o meet its working capital requirements. As of the reporting date, the limit of the facility
was Ra 300 million (201%: Rs. 300 million). The facility is secured against 1st exclusive charge over share
amounting to Rs. 500 million, pledge over shares of listed companics quoted st Pakistan Stock Exchange
Limited (as per bank approved list) with minimum margin of 34% and personal puarantees of directors. The
facility carries markup at the rate of 1-Month KIBOR +2 % pa (2019: 1-Month RI.HDP.:: fpal
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This represents the amount availed against a running finance facility obtained by the Company from M's. Habib
Metropolitan Bank Limited in order to meet its working capital requirements. As of the reporting date, the limit
of the facility was Rs. 400 million (2019; Ra. 400 million). The facility b secured against pledge over shares of
listed companies quoted at Pakistan Stock Exchange Limited (as per bank approved list) with minimum margin
of 40% and personal guarantees of directors. The facility carries markup at the rate of 3-Month KIBOR +2 %
pa (2019 3-Month KIBOR +2 % p.a)

This represents the amount availed against a running finance facility obtained by the Company from M's. Sind
Bank Limited in order to meet its working capital requirements. As of the reporting date, the limit of the facility
was Rs P 150 million (2019: Rs. 150 million). The facility is secured against pledge over shares of lised
comparnies quoted af Pakistan Stock Exchange Limited (a3 per bank spproved list) and pemonal guarantees of
directors. The facility carries markup at the rate of 3-Month KIBOR +2 % pa (2019: 3-Month KIBOR +2 %
P}

As of the reporting date, the amount of unavailed facility was Rs. 463,666 million (2019: Rs. 221.889 million).

2020 2018
TRADE AND OTHER PAYABLES ————— Rupees
Creditors BIO044.4458 44,020,461
Accrued liabilities & 00,707 5.054 350
B7.051.155 49,074,811
MURABAHA FINANCING
Opening Balance 70,807,655 134,674,567
Principal obtained 311,747 ATH 163256,138
394555133 199,930,705
Principal repaymens (394.555,133)  (229,123,050)
Closing Balance - 70,807,655
I —————
ACCRUED MARKLUP
Short term borrowings 9.223.860 18,340,663

CONTINGENCIES AND COMMITMENTS
Contingencies

FBR issued show cause notice on March 17, 2016 on non-deduction of withholding taxes on salaries for tax year
2015 amounting 1o Rs 22,404 285. The aforementioned order states that i default payable under Section 161 of
ITO Ordinance 2001 and default surcharge under section 205 of ITO Ordinance in aggregate amounted to Rs
6,411,331, The management in return has provided reconciliation to FBR under Rule 44 (4) of Income Tax Rules
2002 of amount of withholding tax deducted'paid and salaries accrued during tax year 2015 and believes
favourable disposition in this regard.

2020 2019
HRupees
Commitmenty
Guarantes given by a Dubai Islamic Bank Limited oo
behalf of the Company in favour of National Clearing
Company of Pakistan Limited against DFC exposure 10,000, (00 20,000,000

P._
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2020 2019
Rupees
OPERATING REVENUE
Commission income 41,132.892 29,755979
Dividend Income Sh042272 70,186,950
IO commission - 3,153

D4 0TE N6 9 546 087
(LOSS) / GAIN FRDOM DERIVATIVE
{Loss) / gain resulting from derivative 120317 1363,170

This represent gains incurmed by company during the year from trading in Delivery Future Contract

2020 2018
Notex Rupers

ADMINISTRATIVE EXPENSES

Salaries, benefits and allowances 31.502,10M 353747103
Drirectons’ remuneration 9575000 10,800, 000
PSX / NCCPL electricity and service charges 5515522 5929302
CDC charges TR, 406 71,034
Printing and ssationery - B0, 500
Fees and subscription 18,00 654,510
Communication ER).TE] 916,150
Auditors’ reeumeration - Audit fee GO0, (00 B0, D00
Vehicle running expenses 149,896 444,329
Travelling and conveyance - 933,125
Entertainment 715451 1225566
Repalr and maintenance 405 808 2688 080
Depreciation 3 1,603 832 5,088,068
Provision for impairment - -
(Reversal) / Provision for doubtful debts - 3,025,765
Advances write off = 3572500
General expenses 30,533 2110275
Amortization of computer soffware &l 135,524 165,404
Insurance 253258 T2a
Donation 221 2,575,000 4,323,000
Legal and professional 2,534,250 3,501,000
Sofrware charges 275438 2412737

64004300 RE 553 378
e

None of the directors of the Company or their spouses had any interest in the donee organirations.

2020 2019
FINANCIAL CHARGES ——— Hupres
Mark up on short term running finance T6.391,906 65974741
Interest on murabaha finance 10,001,041 7454 455
Bank charges 289,995 348,157
p,... B6.692,942 13,777.363
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2020 2019
Rupees
OTHER INCOME
Interest income on cash margin placed with WCCPL T 563 1,330,938
Gain on sale of fixed nssets - 37,028
Reversal of provision for impatrment - 84,630

TH0LE6) 2252613

TAXATION
Current B573 45 11,113.213
Prior (213,183) 470,508

30,162 11,583,723
—

The income tax asscssments of the Company have been finalised wp to and including the tax year 2019, Tax
returns are deemed 10 be assessed under provisions of the Income Tax Ordinance, 2001 (“the Ordinance™) unleas
selected for re-assessment bry the taxation authorities. The Commissioner of Income Tax may, af any time during
a period of five years from date of filing of retumn, select 2 deemed pasessment order for the purpose of isuing an
emended assessment order,

CASH AND CASH EQUIVALENTS

Cash and cash equivalents af the end of the reporting year as shown in the stazement of cash flows are reconciled
to the related items in the statement of financial position as follows:

2020 2018
Noreg — Hirpi —
Cash and bark balances 13 B33 841 44,269 849
Short term borrowings 15 (386.334,108) (628.111.332)

[mm:.:ﬂi (583,541 483)

RELATED PARTY TRANSACTIONS AND BALANCES

Related parties comprise of key management personnel and directors of the Company as well as their close
family members. Remuneration of the Chiel Executive, Directors is disclosed in note 28 to these financial
siatements.

REMUNERATION OF THE CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

The aggregate amounts charged in the financial staements for remuneration, including certain benefits to the
Chiel Executive, Director and executives of the Company, ere a3 follows:

Chiel Execnthe Direcion Total
e | eilL e | 2019 e o]
Rupees

Basic salmy 1,706,250 1.560,000 4712500 4,650,000 LTS £.240,000
House aliamce B56.250 600, 000 1812500 1,300,000 b 2,400,000
Uniliey allowance M5 240,000 75,000 720,000 7500 Gl 000
Bonus - 40,600 . 200,000 . 1200000

14675000 1,700,000 720,000 B,100, 000 B 575,000 1800 00

— r— e —_—

wamber of persom 1 1 1 | i

The Chiel Executive and Diirector have also been provided with free use of the Company maintained cars.
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29.1.1

FINANCIAL INSTRUMENTS
Financial risk management

The Board of Directors of the Company has overall responsibility for the establishment and oversight of the
Company's risk manapement framework. The Company has exposure to the following risks from ity we of
fnancial instruments:

= Credit risk

= Liquidity risk

= Market risk

Credir rizk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by
failing to discharge an obligation.

A financial ssset is regarded as credit impaired as and when it falls under the definition of a ‘defauked” financial
asset. For the Company's internal credit management purposes, a financial asset is considered as defauked when
it is past due for 90 days or more.

The Company writes off a defaulted financial asset when there remains no reasonable probability of recovering
the camying amount of the asset through available means,

Maximum exporure to credis Fizk
As of the reporting date, the maximum exposure to credit risk was as follows ;

2020 2019
Note ——— Hupeey ———— ==
Long term deposits 4, 2060, 0460 4,200,000
Trade debts | 6,315,045 12,601,560
Loan, deposit and other receivables B.613,768 7,862,679
Bank balances B, 085 485 44215 899
102,184 3208 68.550,138

Trade debis

The Company, as part of risk management strategies, reviews the clients’ financial position and considers ity past
experience with them as well 23 obtains authorized approvals and arrange for necessary collaterals in the form of
equity securities. Further, the Company assigns its clients trading limits (hased on their nct worth) which are
subject to continuous monitaring and revision. In addition, proper margins are also collected from the clients.

As of the reporting date, the ageing analysis of rade debis was as foliows:

2030 2019
Life time bR
G roaa wiprecied eredin Ll Ol
I eredin
Ioanes
M Py (= I8 ] - -
Fast dusw | day - 30 days AATETER 10,469,628 3302981
Past due 31 days = 1 B0 days 1,931,038 AT A48 1 03T.EXD
Fast due 18] days = 1 year aJ4.371 -
Above | Year 6 I3 601 6 240,614 i = -
L'h 13,820 6aw & 40,614 19,142,174 6240 8]4
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219.1.2 Bank balances

The Company's credit risk on liquid funds is limited because the counter parties are banks with reasonably high
credit ratings. As of the reporting date, the external credit ratings of the Company’s bankers were as follows:

Rating  Shori- 2020 2019
Bank BEEDCY Lerm
Rating
e B N
MCB Bank Limited PACRA T £0,00] 181,243
Bank Alfalah Limited PACRA A== 49,76 49,577
Habib Bank Limited ICR-VIS A-l= 10010 G345
Unilted Bank Limited ICR-V1S A-l= Th,632 75537
Bank Al-Habib Limied PACRA Al 919370 678,115
Habib Metropolitan Bank Limited PACRA A1+ 16,635,118 35343602
Dubai lslamic Bank limited JCR-VIS A-l+ 15619416 755,099
National Bank of Pakistan PACRA Al 158,172 20236
J5 Bank Limited PACREA A=l + 39257630 105272
Bank lslami PACRA Al 18,673 43,673
Sonerl Bank Limited PACRA A=]+ 20, 000 0,000

H10EE AN% 44 315 800

Concentration of credir risk

Concentration of credit risk arises whea a number of financial instruments or contracts are entered into with the
same party, or when counter parties are engaged in similar business activities, or activities in the same
grographic region, or have similar economic features that would cause their ability to meet contractual
obligations to be similarty affected by changes in economic, political or other conditions. Concentrations of
credit risk indicate the relative sensitivity of the Company”s performance 1o developments affecting a particular
industry. As of the reporting date, the Company was not exposed to any major concentrations of credit risk.

Liguidizy risk

Liquidity risk is the risk that the Company will encounter difficulty in meecting obligations associated with
financial liabilities that are settled by delivering cash or another financial asset. Liquidiry risk arises because of
the possibility that the Company could be required to pay its liabilities carlier than expected or difficulty in
raising funds to meet commitments associated with financial liabilities as they fall due. The Company’s approach
10 managing liquidity is 1o ensure, as far as possible, that it will always have sufficient liquidity to meet its
liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or risking
damage to the Company’s reputation. The following are the contractual maturities of financial liabilities:

pin )
Carrying Contractual Six s
Les thansix  tweleve
Amouni Cash flaws mitinths montks  Owe o Five vears
{Rupess)
Trade and other pavabics 8215109 (BE215,10%) 35.215,159) - E
Short term horrewing Ina M 108 (386,000,108)  (JBEJM,108) - -
Muzzhaha firancing . . - - .
Accmaed markup S.I11L860 2118407 (9,223,560 - -
b~ 41,773,107 (@LTTII0T) (@I - -
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b)

21y
Carrying Contractual Six to
Lews thamsix  tweleve
amaunt Cash flows menths meaiks  One 1s Five vean
{Rupees)
Trade and other pavables 482311,051 (40.511,691) {(48.511,091) . .
Ehort term borrowing 2111312 (R111332)  (628111332) = ¥
Murabaha finsncing 70307653 (70,307,653) (70,307 655) " .
Accrued markup 10340 £51 {10,340 858) {1R.340.648) . .
TAS.TT0.T46 (785, T70.746) (765, T70.746) - -
e

Market risk

Moarket risk is the risk that the fair value or foture cash flows of & francial instrument will foctuate because of
changes in market prices. Market risk comprises of three types of risk: currency risk, interest rate risk and other

Currency risk
Currency risk is the risk that the fair value or furure cash flows of a financial instrument will fluctuate because of

changes in foreign exchange rates and arises mainly where receivables and payables exist due to transactions
entered into foreign currencies. As of the reporting date, the Company was not exposed to currency risk.

Imterest rate rizk

Interest rate risk is the risk that the fair valoe or future cash flows of & financial instrement will fuctuste due to
changes in the market interest rates.

At the reporting date, the interest rate profile of the Company's significant interest bearing financial instruments
{variable rate instruments) was a3 follows:

nz 2019 o] 219
EMective imterest rute (%] Carryimg amousty (B
Fenpncial fabilithes
Maribahs firanceg 115%-145% Lol%151% = T BT A
Short term borrowing ILET %1140 % TR LF TS L TR ] [ W
86334108 ESL91.587
e
Sensltivity analvals

The Company does not account for any fixed rate financial assets and liabilitics at fair value through profit or
loss. Therefore, a change in interest rate would not affect the carrying amount of any financial instrument.

The following information surmmarizes the estimated effects of 1% hypothetical increases and decreases in
interest rates on cash flows from financial assets and financial liabilities that are subject to interest rate risk. It s
assurned that the changes occur immediately and uniformly to each category of instrument containing interest rate
risk. The hypothetical changes in market rates do not reflect what could be deemed best or worst case scenarios.
Variations in market interest rates could produce significant changes of the time of early repayments. For these
reasons, actual results might differ from those reflected in the details specified below, The analysis assumes that
all other variables remain constant. i

p~



N G O B e e G & e T S S T B D ar G o = - T

i

£}

Effect on profit belore tax
100 bp 100 bp
increase decrease
As at June 20, 2020
Cash flow sensitivity-\ariable rate financial instruments (356341} 2863141
As at June 30, 2019
Cash flow sensitivity-Vanable rate financial instruments 6989190 £.989.190

Other price risk

Onher price risk represents the risk that the fair value or future cash flows of a financial nstrument will Muctuate
because of changes in the market prices (other than those erising from interest’ mark up mte risk or currency
risk), whether those changes are camsed by factors specific to the individual fimancial instrument or its issuer, or
factors affecting all or similar financial instruments traded in the market. Presently, daily stock market fluctuation
is controlled by government suthorities with cap and floor of 5%. The restriction of floor prices reduces the
volatility of prices of equity securities and the chances of market crash at any moment. The Company manages
management and investment policies, which includes disposing of its own equity investment and collateral held
before it led the Company two incur significant mark-to-market and credit losses. As of the reporting date, the
Company was exposed to other price risk since it had investments in quoted securities valuing to Rs. 1.099
billion (2019: 1.213 billion) and also because the Company held collaterals in the form of equity sccuritics
againgt their debior balances,

The carrying value of investments subject to equity price risk is based on quoted market prices as of the reporting
cate. Market prices are subject to fluctuation and, comsequently, the amount realized in the subsequent sale of an
investment may significantly differ from the reported market value, Fluctuation in the market price of a security
may result from perceived changes in the underlying economic characteristics of the investee, the relative price
of alternative investments and general market conditions. Furthermore, amount realized in the sale of a particular
sccurity may be affected by the relative quantity of the security being sold.

The Company's portfolio of short term investments is broadly diversified so as 1o mitigate the significant risk of
decline in prices of securities in particular sectors of the market.

The table below summarizes the Company's other price risk as of June 30, 2020 and 2019 and shows the effects
of a hypothetical 10% increase and a 10% decrease in prices in individual scrips as at the reporting date. The
sclected hypothetical change does not reflect what could be considered to be the best or worst case scenarios.
Indeed, results could be worse because of the nature of markets and the aforementioned concentrations existing
in Compamy’s equity investment portfolio,

Estimated fair  Hypothetical

value after Imerease /
Fair vabe Hypothetical bypothetical (decrease) n
. price change  ¢hange in prices  profit/ (Joss)
before tax
June 30, 2020 Rupees 1,059,497 541 10% increase 1209447,738 109,549,794
10% decrease GEOIN 14T (109.549,794)
June 30, 2019 Rupees 1,213, 462,555 10% increase 1334, 808,811 121,346,256
P_,- 1% decrease LOFL116300 (121.346.256)
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Falr value estimate

Fair value B the price that would be received 1o sell an asset or paid to transfer & lability in an orderly
transaction between market participants a1 the measurement date.

The Compary measures the falr value of ity mssets and liabilities carried af fair value wing the following
hicrarchy that reflects the significance of the inputs wied in making the messurements

Level 1 : Quoted market price (unadjusted) in an active market.
Level 2 : Valuation techniques based on observable inputs.

Level 3. Valuation techniques using significant unobservable inputs. This category includes all instruments
where the valuation techaique includes iaputs not based on observable data,

Fresenily, the only iem in the fnancial statements that i3 carmed af fair value is the Company's shori term
investment in quoted equity securities. Al each reporting date, the Company re-measures the fair value of such
investments based on the share prices quoted on Pakistan Stock Exchange. Hence, the Company classifies all
such investments within Level | of the fair value hicrarchy,

2020 2019
Financial instruments by categories Hupees
Financial assets
At fair valwe throwgh profit or lozx
Short term investments 1,059,497 941 1,213,462 555
Ar amortized cost
Long term deposits 4.200,000 4,200,000
Trade debts 6,315,055 12,8601 360
Loan, deposit and other receivables 8,613,768 7862679
Cash and bank balances B335 44 265, R49
] 9EH, 605 12823596643
Financial liabilitles
Ar amortized coxt
Shon term borrowings - secured 386,334,108 628,111,332
Trade and other pavables B&215139 48,511,091
Murabaha financing = 70,807,855
Accrued markup 9221860 18,240, 668
481,773,107 TES, 770,746

REGULATORY DISCLOSURES RELATED TO CAPITAL

General capital management

The Company's policy is to maintain a strong capital base 50 as 10 maintain investor, creditor and market
confidence and to sustain future development of the business. The management closely monitors the refurn on
capital along with the level of distributions o ordinary shareholders.

The management seeks to maintain a balance berween higher returns that might be possible with higher levels of
borrowings and the advantages and security afforded by a sound capizal position. 0

o



Following is the quantitative analysis of what the Compary manages as capital:

2020 2019
Rupees
Borrowings:
Short term borrowings - secured J863M, 108 628,111,332
Murabaha financing = 70807655
A56.334,108 BYE. 918,987
Sharebolders’ equity:
= Issued, subscribed and paid up capital 120,000,000 120,000,000
= Unappropriated profit 704189599 504,602,608
RI4AR9.599 624 &02 608

Total capital managed by the Company 1.210.723,707 1.323 521,595
The Company i§ nol subject 1o eny externally imposed capital requirernents.

Disclosure of capital adequacy level required by Central Depository

Company of Pakistan Limited (CDC)
The Capital adequacy level as defined by CDC is calculated as follows;
2020 2019
Note Hupees

Total assets LT | 1.306,998,722 1. 390,937,074

Less: Total liabilities (482,609,123) (766,334,466)
Less: Revaluation Reserves (created upon revaluation of fixed assets) - -
Capital adequacy level 8214359599 624.602.608

While determining the value of the total assets of the TREC Holder, Notional value of the TRE certificate as st
year ended as determined by Pakistan Stock Exchange has been considered.

Disclosure of met capital balance as required by the
Securities Brokers (Licensing and Operations) Regulations, 2016

2020 if] ]
DESCRIFTION \'i_l.l'l"ﬂ"'i Sy Eapees
Current pusety
Cash aed bk halancey A per Book Vialee Ja 1231840 &4 255 1ae
Tomde recervalics Bk Walue beis overdue for mone than (4 devs Lk 554 .19LIN
Ja iy}
etz @ lisied securien = Be Securnbey marbed o sk e 15% Ssdount -
name of broker N1y L] P |
Securmes purchased = client Sepuriney purchasad for e cleni and beld by e
mexter where the poeent bas nof been recenved JMUJ S Lues 2a) SEIRIT
withun 14 deyy
Limzd TFOWComporaae Bonch of st Mlarkad 1o market e | 0% Sscoant
et BAD pracde assaped v
credn ey company' 0 Pakistan
Fiss Maried 1o markes e 3% dicount
Tremsury hills Al PErket valae s
LT D40 (W TN LA
Lurrent lisbilitiey
Trade pevubin Bock valur e cverdus for mors Shan 50 Java MY l.‘..i"ll.l'."‘l AN ] ]
Ot habildus Ay per Bk v Mni& A19TITAN '-'I!;'.‘i:.‘_‘!:l
A2, 20 ek 14, bl
et enpitn] halamee wa 5 Juse 30, 2020 AT Y ITTE LA

o
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Cash and bank balamors
Cash in hand

Bank balance pertaining to clients
Bark balance pertainiag to brokerage house

Trade recervables

Bock value
Lexs: Orverdue for more than 14 davs

Investment In Listed Securities in the name of broker

Securities marked to market
Less 13% discourt

Secwrities purchased for client
Owerdie batance for more than 14 days -gross value

Lower of overdus halance and securities held
spainst such balance

Trade pavables

Book value

Less: everdue for more than 30 dova
Diber Babilities

Creditors everdue for more than 30 dovi

Short term borrowings
Accrusd Liabilites and Ocher Pavables

-

2020 2019
Rupees
17625 LER
BIp45 A% 44005444
410,031 180,425
ARATE H269. 145
12,555,649 19,142,174
(10,186,075) (9, 948.57T)
1669504 9193, 157
1.064,153.946 1.163,399,093
(1%9,627,592) (174,809 835)
M SS6I5 990,489,238
10.186.075 9.548.977
L4926l 1033237
p—
S1044,44% 44,020,451
(19.152.519) (12,541 245)
81891619 20071216
19,152,519 11548245
286,304,108 601,518,987
14,230,567 23,395,018
419,717,494 743,262 250
——
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Disclosure of net liquid balance as required by the

Securitles Brokers (Licensing and Dperations) Regulations, 2016
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12.50%]
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Impact of COVID-19 on the financial statements

The pandemic of COVID-19 that has rapidly spread all across the world has not only endangered buman lives but
has also impacted the economy, On March 24, 2020, the Government announced a temporary Jock down as a
measure to recuce the spread of the COVID-19. The lockdown kas also caused disruptions across various sectors
of the economy in Pakistan . However, after lifting of the lockdown, PSX started to revive with increased mading
activity with normalization of business and economic activities .The Company has assessed the accounting
implications of these developments on these financial staternents, however, according to management's
mssessment there is no significant sccounting implications arising out of the effects of COVID-19 in these
financial statements.

Momber of emplovees

The total number of employees and average number of employees at year end and during the year respectively

gre a3 follows:
2020 2019
—Nmber
Total number of employvees as at June 30 k1] 30
Average number of employees during the year 29 =
Corresponding figures

The corresponding figures have been rearranged and reclassified, wherever considered necessary for the
purposes of comparison and better presentation. Major reclassifications of corresponding figures made in these
financial staternents are as follows:

Reclassified from component Reclassifled to component Ropess —
Oiher income Operating revenus
Dividend income Dividend income ! 70,186,950
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Date of authorization of the Naanclal statements

These financial statements have been authorized for issue by the Board of Directors of the Company in their
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Level of rounding

Figures in these financial staterments have been rounded off to the nearest rupee.
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